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SUMMARY 


After several years of declining growth rates, including a 4.5 
percent drop in real GDP in 1985, the Jamaican economy is showing 
encouraging signs of recovery. According to preliminary figures, 
real GDP rose by 2.1 percent in 1986. Underlying this result are 
three main factors: a strong performance by the tourism sector, 
some recovery in the world market for bauxite/alumina, and lower oil 
prices, Barring significant aaverse movements in oil or 
bauxite/alumina prices or disruption in tourism, GDP growth should 
reach 3 to 4 percent in 1987. This projection takes account of the 
large share of GDP affected by tourism, through its backward and 
forward linkages, Bauxite/alumina and sugar earnings should be 
approximately unchanged in 1987, while banana export earnings are 
expected to continue their rapid rise, albeit from a low base, 
Nontraditional manufacturing exports, led by the expanding garment 
sector, are projected to grow by 22 percent, from US$162 million to 
US$198 million. Diversifying and modernizing the agricultural 
sector is proceeding slowly, although long-term potential is good. 


In the mid-1970's, Jamaica entered a period of economic difficulties 
marked by balance-of-payments diseguilibrium, stagnant and, at 
times, negative growth rates, and decline of the traditional 
exporting sectors. The government led by Prime Minister Seaga was 
elected in 1980 with a mandate to undertake economic stabilization 
and trade liberalization, emphasizing the private sector as the main 
engine of growth. The performance of the economy in the 1980's ana 
the impact of the process of structural adjustment on living 
standards will be major campaign issues when general elections are 
held some time before March 1989. 

Jamaica's economic growth will be constrained at least until the end 
of the decade by the heavy burden of external aebt repayment. The 
stock of external debt is approximately US$3.5 billion or roughly 
140 percent of 1986 GDP. Debt service payments, even after 
rescheduling bilateral official and commercial obligations, absorb 
almost 50 percent of foreign exchange earned from goods and 
services. This severely limits the economy's capacity to finance 
the imports of raw materials and capital goods needed to fuel 
economic expansion. The tight link between GDP growth and import 
demand was very evident in the first half of 1987, when non-fuel 
imports grew by 36 percent over the corresponding period of 1986. 
This outstripped the 19 percent growth of exports, and was only 
partially compensated by the 17 percent increase in tourism earnings. 
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The government continues to make progress on reducing the budget 
deficit, From roughly 14 percent of GDP in 1985/86, the public 
sector deficit was trimmed to 5.5 percent of GDP in 1986/87 ana is 
programmed to fall to 4.5 percent in 1987/88. Monetary policy is 
aimed at cutting inflation to 7 percent, a target that seems 
attainable in view of a sharp drop in the CPI's rate of increase, 
Current macroeconomic policies are supported by an IMF stanaby 
agreement signed in March 1987. 


Following on the highly successful National Commercial Bank 
privatization in December 1986, the government accelerated its 
divestment program in the first half of 1987. It sold the majority 
ownership of the Caribbean Cement Company, put 13 government-ownea 
hotels--representing almost half of the available hotel rooms on the 
island-- up for sale, and offered to grant licenses to private raaio 
and television stations. 


The United States and Jamaica have close economic and political ties 
based on proximity, human migration, trade and investment patterns, 
and a shared commitment to democratic values. The United States is 
Jamaica's major trading partner, and U.S. companies have substantial 
investments in Jamaica. Jamaica is a beneficiary ot the Caribbean 
Basin Initiative, or CBI, a U.S. program aimed at tostering economic 
diversification and export-led growth through trade, aid, ana 
investment. Total U.S. grants and loans to Jamaica in FY1987 
totaled approximately $78 million in balance of payments, project 
and food aid. 


PART A: CURRENT SITUATION AND TRENDS 
ECONOMIC PERFORMANCE 


The Jamaican economy registered roughly 2.1 percent real growth in 
1986, reversing 1985's 4.5 percent decline. In 1987, the growth 
trend continues, with a 3 to 4 percent growth rate likely for the 
year. The sectoral composition of the economy's growth in 1986 is 
Shown in the following table: 
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Major contributors to the GDP growth registered in 1986 were the 
mining, manufacturing, and services sectors, Bauxite/alumina export 
volumes were up, and Jamaica's competitive position in the industry 
was helped by lower fuel prices. The strong performance by tourism 
contributed greatly to growth in the services sector. The growth in 
manufacturing was principally due to strong performance in garment 
production and improvement in subsectors such as food processing, 
chemicals and, to a lesser extent, beverages ana tobacco, 
Agriculture was hurt by serious floods in May-June 1986 and by the 
continued stagnation of Jamaica's main traditional crop, sugar. 
Although it does not account for a large portion of GDP, agriculture 
is important as a large employer of Jamaican labor. 


Thus far in 1987, all sectors have shown positive growth except for 
agriculture. Tourism should continue to be the most dynamic sector 
in the economy in 1987, with visitor arrivals ana foreign exchange 
earnings showing strong expansion well into the year. 


Bauxite/Alumina: During 1986, total bauxite exports (crude bauxite 
and bauxite processed into alumina) amounted to 6.96 million tons, 
an 11.5 percent increase over 1985. The total bauxite/alumina 
production figure is the sum of raw bauxite plus the bauxite 
equivalent of alumina, considered as 1] ton alumina equals roughly 
2.5 tons of bauxite. In the first 6 months of 1987, production grew 
by 18 percent vis-a-vis the same period in 1986, reaching 3.83 
million tons, The increase came primarily trom crude bauxite 
production, which at 1.81 million tons was 38 percent higher than in 
the corresponding period in 1986. As the sole exporter of cruae 
bauxite, Kaiser Jamaica Bauxite Company is responsible for the 
higher production. Under a 7-year contract lasting until 1990, 
Jamaica supplies about 1 million tons of bauxite a year to the 
Soviet Union. This sale accounts for roughly one third of total 
crude bauxite exports. Production of alumina amounted to 790,000 
tons for the first half of 1987, a 5 percent increase over the same 
period in 1986. Both alumina producers, the Alcoa refinery (run by 
the government-owned Clarendon Alumina Production--CAP) ana Alcan, 
increased production. According to the Jamaica Bauxite Institute, 
actual foreign exchange retentions from levy receipts, royalty, anda 
local costs declined by 2 percent to US$135 million in 1986 as 
compared with 1985. Although levy and royalty payments expandea 
with output growth, labor forces were reduced and demand for local 
inputs was weaker. 


At present, the Alcoa refinery at Clarendon is producing at an 
annual average rate of 750,000 tons, very close to the plant's 
capacity limits. Prime Minister Seaga announced in April that the 
government was negotiating with Alcoa to purchase the refinery, with 
payment to be effected through incremental alumina production over 
an unspecified number of years. Negotiations have not yet been 
concluded. 
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Tourism: Jamaica's tourism industry showed impressive growth in 
T986. Total visitor arrivals of 953,933 for the year representea a 
13 percent increase over 1985, and the average hotel room occupancy 
rate rose to 60 percent, up from 52 percent in 1985. Gross tourism 
earnings for 1986 were US$512 million, a 26 percent increase over 
1985. This favorable trend is continuing in 1987, with a 16 percent 
increase in total visitor arrivals to Jamaica auring the first half 
of the year. The Jamaica Tourist Boara projects gross tourism 
earnings of around US$600 million for 1987. 


A number of projects under construction this year, including hotels, 
villas, and apartments, are expected to add over 1,000 rooms to the 
existing 8,789 tourist rooms. In addition, projects to construct 
more than 5,000 additional rooms have obtained government approval, 
With completion targeted over the next 3 to 4 years. In 1987, the 
Jamaican Government put 13 of its hotels up for sale, some of which 
rank among the most successful on the island. Proceeds from such 
sales will be used to improve infrastructure ana government services 
in the areas which depend on tourism, 


Jamaica is served by 13 international carriers, including Eastern 
Airlines, American Airlines, North west Airlines, Air Canada, Air 
Jamaica, Cayman Airways, Sun Coast Airlines, British Airways, ALM, 
Aeroflot, Cubana, BWIA, ana COPA. Charter flights are playing an 
increasingly important role in bringing visitors to Jamaica. [In 
1986, charter arrivals increased 15 percent over 1985's total to 
205,017 visitors, accounting for approximately 31 percent of total 
stopovers, 


Manufacturing: Since the early 1980's, the Government of Jamaica 
has implemented policies designed to foster a reorientation of the 
manufacturing sector toward export and away from 
import-substitution. This effort reverses the policy orientation 
followed since the 1960's, during which time many small-scale and 
relatively inefficient manufacturing operations were established. 
Success to date in transforming the manufacturing base has been most 
evident in the garment sector, spurred by garment assembly 
Operations for the U.S. market utilizing Tariff Code 807 benefits. 
In 1986, exports of apparel showed an annual increase of 83 percent 
to US$98 million, and the subsector has created some 20,000 new jobs 
in the past 4 years. Data entry, food processing, and furniture are 
also promising manufacturing subsectors, 


In March 1987, the Prime Minister announced a 4-year program to 
overhaul the tariff regime. A key part of the structural aajustment 
package, these tariff reductions are intended to remove the 
incentive to produce for the protected local market. As of February 
25, 1987, the maximum customs and stamp duties chargeable on any 
import was dropped from 200 to 68 percent. At the ena of the 4-year 
phase-in period for the reform, combinea import duties are to be 
reduced to a maximum of 30 percent on consumer goods, 20 percent on 
capital goods, 10 percent on raw materials, and 5 percent for items 
imported by public utilities. At the same time, a number of taritf 
exemptions were removed. 
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Agriculture: The agricultural sector contributed 8.5 percent of GDP 
in 1986 and accounted for about one third of total employment. In 
1986, production of "domestic crops" (a category that includes all 
crops other than the major traditionals: sugar, bananas, coffee, 
cocoa, citrus, pimento, and coconut) declined by 4 percent to 
473,373 tons. For the first guarter of 1987, production declined by 
7 percent to 154,294 short tons, compared to 165,846 tons for the 
same period last year. The main factors underlying the decline in 
production were the May-June 1986 flood rains which damaged crops 
that would have been reaped during the first quarter of 1987, 
near-drought conditions that followed the heavy rains and impeded 
flood rehabilitation programs, the 1986 closure of a large winter 
vegetable project in Spring Plain, and continued praedial larceny. 


Sugar production for the crop year 1987 was 188,000 tons, a 6 
percent decline over previous crop year production, However, export 
earnings are estimated at US$74 million for the 1987 crop year as 
compared to US$64 million earned in 1986. This rise is due to the 
favorable exchange rate of the pound sterling vis-a-vis the U.S. 
dollar to which the Jamaican dollar is pegged. Official policy is 
to produce only a sufficent quantity of sugar to satisfy ljocal 
demand and preferential market arrangements with the Uniteu States 
and the EEC, since the world market price does not cover Jamaica's 
cost of production. A production level of roughly 210,000 tons 
would accomplish this. At present, Jamaica imports some world price 
Sugar to satisfy domestic demand. 


The development of ethanol production uSing sugar cane as a raw 
material may provide a new stimulus to sugar production, A U.S. 
firm, Tropicana, has leased the government-owned sugar plantation 
and factory at Duckenfield in eastern Jamaica to produce wet alcohol 
for anhydrous ethanol production, The government-owned company 
Petroleum Corporation of Jamaica (PCJ) has begun using sugar lands 
at the Bernard Lodge estate for the same purpose. PCJ recently 
signed an agreement with the Government of Belize to rehabilitate a 
Sugar plantation and factory there for the same purpose. 


Banana exports, the second largest agricultural foreign exchange 
earner, increased by 63 percent to 20,713 tons in 1986 as compared 
to 1985, and 1986 export earnings increased by 18 percent to US$29 
Million. Production of bananas for export during the first 7 months 
of 1987 grew by 45 percent to 17,179 tons as compared to 11,873 tons 
for the same period in 1986. Jamaica's banana crop has 
traditionally enjoyed special access to the U.K. market, and the 
government is encouraging increased production for that market. 


Coffee production last crop year increased 15 percent over the 
previous crop year. The Coffee Industry Development Company (CIDCO) 
has launched a 10-year development program aimed at bringing an 
additional 30,000 acres into coffee production, 
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Since 1984, the Ministry of Agriculture and Agro 21, the government 
agency which promotes agricultural investment, have leasea out 
150,000 acres of the 200,000 acres of designatea government-ownea 
land for production of rice, corn, aguaculture, beef, ana orchara 
crops. Major areas of progress in the government's aiversification 
and modernization program for the agricultural] sector have been in 


the export of bananas, citrus, tubers (particularly yellow yams), 
and cut flowers, 


PUBLIC SECTOR OPERATIONS 


Having significantly trimmed deficits in the 1986/87 fiscal year, 
the government expects to reduce the overall public sector aeticit 
even further in 1987/88. The following table shows the magnituae ot 
government fiscal operations and debt servicing: 


Overall Public Sector Accounts 
(In millions of Jamaican dollars) 
J$5 .50=US$1.00 


1987/88 
1985/86 1986/87 Programmed 


A. Revenues 3207 4467 5527 
-- aS a percent 


of GDP 26.7 30.9 Joak 


B. Expenditures 5631 
-- aS a percent 
of GDP 39.0 


Amortization 
-- aS a percent 
of expenditures 


Interest 
-- aS a percent 
of expenditures 


Central Government 
Deficit (net of 
amortization) 
-- aS a Percent 

of GDP 


F. Overall Public 
Sector Deficit 
(includes Bank of 
Jamaica and Public 
entities) 1654 
-- aS a percent 
of GDP 1348 
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The central government deficit dropped from 5.4 percent of GDP in 
1985/86 to 1.8 percent in 1986/87 and is programmed at 2.8 percent 
of GDP in 1987/88. The overall public sector deficit fell from 13.8 
percent of GDP in 1985/86 to 5.5 percent in 1986/87 and is slated to 
decline to 4.5 percent in 1987/88. Much of the progress in trimming 
the deficits in 1986/87 was due to the drop in world oil prices. By 
maintaining the retail price of petroleum products at a constant 
level, the Jamaican Government was able to reap a revenue windfall. 
Progress on the spending side, while not insignificant, is 
constrained by heavy debt service payments, which accounted for 42 
percent of government expenditures and swallowed 53 percent of total 
revenue in 1986/87. Mounting debt service obligations and the 
imperative of reducing deficits has affected the maintenance and 
construction of infrastructure in roads, health, and education over 
the last several years. . 


The budget presented in April 1987 for the current fiscal year 
projects a 24 percent increase in government expenditure. This 1s 
composed of a 12 percent increase in current spending and a 47 
percent increase in capital spending. This large increase is to be 
compensated by a 24 percent rise in revenue receipts, so that the 
central government deficit would be equal to 3 percent of GDP. The 
unigue feature of this budget is that the large revenue increases it 
projects are to come mainly from the divestment of government-owned 
assets, in particular the Caribbean Cement Company (75 percent of 
the shares were sold in June 1987) and 13 government-owned hotels. 


MONETARY AND CREDIT POLICY 


Monetary policy during 1986 and the first half of 1987 aimed at 
expanding credit to the private sector by cautiously lowering 
interest rates so as to avoid deterioration of the balance of 
payments. Ml (money in circulation plus demand aeposits) and M2 (Ml 
plus term deposits) expanded at relatively high rates--around 38 and 
26 percent, respectively during 1986. The growth rates on an 
annualized basis are somewhat lower for 1987. Moreover, in 1986 
credit to the public sector expanded faster than private sector 
borrowing, while in 1987 this trend has reversed. Banking credit to 
the private sector increased by 22 percent in 1986 and by 15 percent 
during January-June 1987. Credit to the public sector increased by 
27 percent in 1986 but declined by 30 percent during the first 6 
months of 1987. The rise in domestic credit to the public sector 
during 1986 was a result of delays in foreign assistance 
inflows--caused by protracted IMF negotiations--which necessitated 
increased reliance on local borrowing. A large part of these 
foreign exchange inflows were received in the first half of 1987, 
permitting the sharp reduction in domestic credit to the 

government. 


With inflation running at an annual rate of about 7 percent, real 
interest rates on commercial bank loans remain very high. The 
average commercial bank loan rate was 25 percent as of August 1987. 
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The decline in the public sector deficit and financial sector reform 
since 1986 have facilitated increased private sector access to 
domestic credit. The lowering of the liquid assets requirement, 
which specifies the legal minimum of commercial bank ana non-bank 
assets that financial intermediaries must hola in government 
securities, has been particularly beneficial for the private 

sector. This ratio was lowerea from 44 percent to 38 percent in May 
1986 and to 35 percent in March 1987. The government has announcea 
plans to eliminate the liguid asset ratio by March 3l, 198%. 


Inflation as measured by the Consumer Price Index (CPI) was 15 
percent in 1986. For the first half of 1987, the CPI rose by 2 
percent. The government attributes this result to the stable 
exchange rate, wage guidelines, low inflation in the economies of 
Jamaica's major trading partners, and adequate supply of importea 
provisions. In addition, some basic consumer items are 
price-controlled. Jamaica's foreign exchange auction system has 
maintained the exchange rate at its current level of approximately 
J$5.50 to US$1.00 since late 1985. Since imports total almost 50 
percent of GDP, a stable exchange rate 1S a major factor in price 
Stability. 


Gross fixed capital formation over the last 4 years averagea 21 
percent of GDP, with the public sector contributing ll percent ana 
the private sector 10 percent. The ratio of public to private 
sector shares of gross fixed capital formation averaged 52:48. 

Since 1981, the specialized government agency Jamaica National 
Investment Promotion (JNIP) has assistea in promoting 762 toreign 
investment projects with a capital investment of J$1.6 billion 
(uS$290 million). Major investments have been in the agricultural 
sector (J$663 million), manufacturing (J$481 million), ana tourism 
(J$182 million). In July 1987, the government launched a debt-equity 
Swap program which would allow investors to purchase at a aiscount 
Jamaican commercial bank debt which the Bank of Jamaica woula reaeem 
for Jamaican currency to fund new investment in priority areas of 
tourism and new factory space. 


BALANCE OF PAYMENTS 


The following table shows in summary form the balance-of-payments 
outturn for 1986 comparing it to the previous year. [It also shows 
the first half year results for 1987: 





Merchandise 
Exports (fob) 
Imports (cif) 


Services (net) 
Foreign Travel 


Investment Income 


Other 


Goods and Services 


Transfers (net) 
Private 
Official 


Current Account 


Net Capital Movements 


Govt. Direct 
Govt. 


Private (net) 


Guaranteed 


saith hes 


Balance of Payments 


(In millions of U.S. 


1985 


-575.1 
568.5 
1,143.6 


38.3 
StS63 
-305.7 
31.3 


2413 «2 
153.2 
68.0 


-315.6 


324.0 
168.6 

3.4 
152.0 


dollars) 


1986 


-379.6 
589.5 
969.1 


141.7 
481.0 
-318.0 
21.3 


-237.9 
229.0 


154.0 
75.0 


Jan-June 
1987 


-257.9 
341.1 
599.0 


169.2 
317.3 
-174.4 
26.3 


-88.7 


314.2 
236.3 
= 3e3 
81.2 


Changes in Reserves ~ 
(Increase = Minus) 


8.4 -304.7 


The overall balance-of-payments surplus in 
compared to a surplus of US$8.4 million in 
inflows of official and private capital in the first half of 
1987--in part a reflection of delayed IBRD loans and divestment 
receipts--resulted in a US$305 million overall surplus for the 
period, 


1986 was US$2 million, 


1985. Significant 


Both the trade and current account deficits improved in 1986, 
reflecting higher exports, lower imports, and increasea tourism 
earnings. Bauxite/alumina exports improved slightly over the aismal 
1985 performance, and manufactured exports--especially 
garments--rose, The drop in imports was largely due to the decline 
in world oil prices. The value of oil imports decreased by US$169 
million vis-a-vis 1985. Tourism receipts--reflectedq unaer net 
foreign travel-- did particularly well, rising by 28 percent over 
1985, from US$375 million in 1985 to US$481 million in 1986. 
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During the first half of 1987, imports rose by 32 percent over the 
corresponding period in 1986. Fuel imports were up 19 percent, 
while consumer goods increased 28 percent, non-fuel raw materials 37 
percent and capital goods 41 percent. Export earnings were up by 18 
percent, with 4 percent increase in bauxite/alumina, a 29 percent 
increase in traditional agricultural exports (Sugar and bananas), 
and a 30 percent increase in nontraditional exports. Net foreign 
travel rose by 16 percent to US$317 million, reflecting the 
continuing strong performance of tourism. The current account 
deficit for the first half of 1987 was US$10 million, as compared 

a surplus of US$45 million during the comparable period of 1986. 

The increase in the import bill stems in large part from the 
unexpectedly strong growth rate, but may pose difficulties for the 
overall external position as the year unfolds. 


Reschedulings by Jamaica's official bilateral creditors at the Paris 
Club and by the commercial bank creditors followed shortly after 
conclusion of the IMF agreement in March 1987. Even after 
rescheduling, however, Jamaica's debt service ratio (payments of 
interest and principal over earnings from exports of goods and 
services) is close to 50 percent in 1987. 


Jamaica satisfactorily met the first two quarterly tests of its IMF 
standby in March and June 1987. The term of the standby ends on 
March 31, 1988. The single most important test target under the 
program is reserves accumulation or the overall balance-of-payments 
outturn, 


EMPLOYMENT 


Although the unemployment rate was reduced from 25 percent in April 
1986 to 22 percent in October 1986, and further to 21 percent in 
April 1987, unemployment continues to be a severe socioeconomic 
problem in Jamaica. As of April 1987, some 224,400 Jamaicans were 
jobless (Jamaica's Statistical Institute defines unemployed as 
active job seekers as well as those who, although not looking for 
work, wanted work and were "in a position to accept work"). 
Unemployment in Jamaica is heavily concentrated among women and 
youth. Although women constitute 46 percent of the labor force, 
they account for 67 percent of total unemployment, ana almost 
one-third of the female work force is unemployed. Young people 
between the age of 14 and 24 have an unemployment rate of 47 
percent. On the other hand, the unemployment rate for men declined 
from an average of 16 percent over the last few years to 13 
percent. Between April 1986 and April 1987, employment in all 
sectors grew except for agriculture, government services, and 
commerce (distributive trade) which declined slightly. The boom in 
tourism and the rapid growth of the garment industry have 
contributed substantially to new employment opportunities. 
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Unemployment among active job seekers declined from ll percent in 
October 1985 to 9 percent in October 1986. A further decline in the 
unemployment rate will be more difficult to achieve, because a large 
proportion of those still unemployed are unskilled and 
inexperienced, while professionals, skilled workers, and those with 
managerial capabilities are in short supply. 


PART B: IMPLICATIONS FOR THE UNITED STATES 


The U.S. commitment to Jamaica's economic recovery, security, and 
Stability is based on mutual support of a democratic political 
system, close historical and cultural ties, and extensive trade and 
investment relationships. The policy framework is set by the 
Caribbean Basin Initiative (CBI) which is intended to assist the 
economic recovery of Caribbean Basin countries through trade, aid, 
and investment, 


Jamaica is a beneficiary of the Caribbean Economic Recovery Act of 
1983, which provides duty-free entry to the U.S. market for a wide 
range of nontraditional products. In addition, the U.S. Government, 
through the Agency for International Development, has provided 
substantial loans and grants to Jamaica under the Economic Support 
Fund, development assistance, PL-480, and housing guarantee programs 
Since 1981. In recent years, U.S. assistance has been increasingly 
oriented towards developing the Jamaican private sector and 
encouraging Jamaican entrepreneurs to take advantage of 
Opportunities to export to the U.S. market. 


AS a CBI beneficiary and signatory of a Tax Information Exchange 
Agreement, Jamaica has access to investment funds from Puerto Rico 
under section 936 of the Internal Revenue Code and is an eligible 
Site for tax-deductible conventions for U.S. taxpayers. Under the 
CBI, Jamaica also benefits from preferential access for the U.S. 
market for garments assembled from U.S. fabric which is cut in the 
United States. 


Jamaica has great potential for the next 9 years to expand trade and 
attract new investments under the duty-free provisions of the CBI 
enacted by the Congress in 1983 as the Caribbean Basin Economic 
Recovery Act. Chairman Gibbons of the Trade Subcommittee of the 
House Committee on Ways and Means introduced a bill on August 5, 
1987, to expand and extend the CBI trade incentives for another 12 
years to 2007. 


The American Chamber of Commerce of Jamaica was set up in 1986 under 
the auspices of the Chamber of Commerce of the United States of 
America and the Association of American Chambers of Commerce in 
Latin America (AACCLA). The chamber aims at enhancing trade 
Opportunities between Jamaica and the United States, promoting 
Jamaican exports, attracting new direct U.S. private investment to 
Jamaica, and providing Jamaican and American businesspeople with a 
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forum through which to advocate public policies that will enhance 
the business climate. It has established itself as an influential, 
dynamic organization, and has generated considerable interest within 
the local business community. 


EXPORT OPPORTUNITIES 


The United States continues to be Jamaica's number one trading 
partner, accounting for almost half of Jamaica's imports in 1986 as 
compared to 42 percent in 1985, Jamaica's imports from the United 
States increased from US$241 million for the first 6 months of 1986 
to US$280 million for the same period in 1987. The growing demana 
for raw material and equipment by the expanding manufacturing and 
tourism sectors and demand for consumer goods are responsible for 
the higher levels of imports. Although the economy's capacity to 
generate foreign exchange will continue to constrain its ability to 
purchase imported goods and services, U.S. exporters will continue 
to find markets in Jamaica for agricultural machinery, fertilizers, 
food processing equipment, grading and packaging equipment, southern 
yellow pine, chemicals for the pharmaceutical and cosmetics 
industries, and basic foods such as cereals, meat, fish, and dairy 
products. The United States sells basic agricultural commodities to 
Jamaica under the PL-480 and Commodity Credit Corporation programs. 
Given Jamaica's limited resource base, there will be continued 
demand for raw materials for almost every industry in Jamaica. 
Further, the acceleration in economic growth and nontraditional 
exports will likely bring a larger amount of imported intermediate 
inputs, 


Jamaica qualifies as an eligible site for Foreign Sales Corporations 
(FSCS) under U.S. law. An FSC is a foreign corporation not located 
in the U.S. customs zone that is allowed to earn tax-exempt income 
on its exports of U.S. goods and services. To complement the U.S. 
tax benefit, Jamaica exempts FSC operations from Jamaican corporate 
income tax, all duties, and taxes and surcharges on imports of 
equipment. Other benefits include exemption from Jamaican foreign 


exchange controls. To date, 417 companies have registered under the 
FSC program in Jamaica. 


In FY 1987, the U.S. Government provided an estimated US$78 million 
to Jamaica in economic assistance in the form of grants and loans to 
assist in the structural adjustment program and in order to improve 
Jamaica's potential for sustainable growth. The Economic Support 
Fund, a form of balance-of-payments support, totaled US$25 million, 
about US$14.5 million went to development assistance loans and 
grants, and PL-480 Title I and II assistance totaled US$39 million. 
In addition, the U.S. Government is able to guarantee commercial 
financing of U.S. agricultural exports to Jamaica under the 
Commodity Credit Corporation (CCC) program, 





IMPORT OPPORTUNITIES 


Jamaica's exports to the United States during 1986 totalled us$209 
million or 21 percent of its total exports. During January-June 
1987, exports to the United States amounted to US$129 million, an 
increase of 39 percent over the corresponding period of 1986. 
Nontraditional areas such as garments, offshore electronic assembly, 
winter vegetables, aquaculture, light manufacturing, furniture, and 
handicrafts showed substantial growth. 


INVESTMENT OPPORTUNITIES 


Jamaica is an attractive country for U.S. investors for several 
reasons, not least of which is the preferential U.S. market access 
given by CBI. Export manufacturers benefit from the duty-free entry 
to the U.S. market for products of which at least 35 percent of the 
value-added is attributable to a CBI beneficiary country or 
countries and which the U.S. Customs Service considers to have been 
"Substantially transformed" in the CBI region. Jamaica also 
benefits from similar market access arrangements with Canada 
(CARIBCAN) and with the European Community under the Lome 
convention. A well-developed infrastructure and highly trainable 
and low-cost labor force are also advantages, 


Acting through the specialized statutory body, Jamaica National 
Investment Promotion, Ltd. (JNIP), the Jamaican Government promotes 
foreign investment, particularly in areas which earn or save foreign 
exchange, generate employment, and utilize local raw materials. 
Jamaica provides a wide range of incentives to investors, including 
liberal remittance policies, and tax holidays. To facilitate the 
investment process, Prime Minister Seaga has established a Joint 
Investment Committee headed by the Deputy Prime Minister which sets 
time frames for execution by official entities of specific 
responsibilities in the investment process. JNIP guides investors 
through this process. The Joint Ministerial Committee, which 
approves granting of special incentives to investors, is chaired by 
the Prime Minister, 


The garment and apparel sector has been expanding rapidly and has 
attracted significant U.S. investment. The sector has responded 
well to the new "super 807" program, the Caribbean Basin Textile 
Product Program that guarantees duty-free access for apparel made 
from fabric woven and cut in the United States and sewn in the CBI 
region. The bilateral textile agreement signed in September 1986 
between the United States and Jamaica gives generous Guaranteed 
Access Levels for apparel exports from Jamaica qualifying under this 
program. It also provides considerable scope for Jamaican textile 
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and apparel exports not gualifying under the 807 program. During 
1986 garment exports increased by 83 percent to US$98 million over 
1985. Those exported under Tariff Code 807 accounted for 59 percent 
or US$58 million. 


Under a revision to Section 936 of the Internal Revenue Code in the 
Tax Reform Act of 1986, Puerto Rico will undertake to invest up to 
$100 million in business ventures, preferably for 
"production-sharing" between Puerto Rico and the CBI beneficiary 
countries. JNIP has established an office in Puerto Rico to promote 
Jamaica's opportunities under this tax provision. The 936 program 
promises to complement the duty-free access provisions of the CBI by 
spurring much needed new investment in the region. At present, 
there are around 18 potential projects which could qualify as 
production-sharing ventures between Jamaica and Puerto Rico in the 
areas of apparel, prefabricated homes, food processing, electronic 
components, automotive parts, toys, air transportation, and vehicle 
remanufacturing. 


The Kingston and the Montego Bay free zones offer significant 
incentives to investors producing for export. Garment assembly 
under Tariff Code 807, light manufacturing, and data entry are some 
of the activities being undertaken by foreign and Jamaican firms in 
the free zones. In September 1987, the government announced plans 
to establish a third free zone, in Clarendon, west of Kingston. 


Jamaica has been negotiating for some time with a group of American 


investors interested in operating a "teleport" in Montego Bay. This 
facility would provide satellite communications for data and voice 
transmission and vastly expand Jamaica's potential to develop and 
attract investment to the growing data processing, airline and hotel 
reservation and telemarketing fields. 


For further information on business opportunities contact the 
Foreign Commercial Service or Economic Section of the U.S. Embassy 
in Kingston at (809) 929-4850, or the Caribbean Basin Division of 
the International Trade Administration, U.S. Department of Commerce 
at (202) 377-2527. 





